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What’s| | 


News 


Business € Finance 


he unemployment rate in 

some metro areas stands 
near or even below 3%, and 
the tighter labor market is 
leading firms to raise pay to 
attract employees. Al 


+ Higher minimum wages 
will take effect in 18 states 
and almost two dozen mu- 
nicipalities this year. A2 

+ Retirement systems that 
manage money for public 
workers aren’t pulling back 
on costly market bets. Al 


Proposed changes to off- 
shore oil-drilling rules are 
raising questions over the 
role of safety regulators at 
the Interior Department. B3 


+ France’s minister for 
economy and finance said 
Paris is looking to China and 
Russia to act as a counter- 
weight to trade relations 
with the U.S. and Britain. A6 


+ The death of Playboy 
founder Hefner is ushering 
in a new era for the adult- 
entertainment enterprise, 
including possibly closing 
the U.S. print edition. B6 


+ The parent of Sears and 
Kmart hasn’t run paid na- 
tional television commercials 
since late November. B2 


+ A federal judge ruled in 
favor of financier Tilton in 
a racketeering lawsuit 
brought by managers of the 
Zohar investment funds. B2 


+ PwC was negligent in 
connection with one of 
the biggest bank failures 
of the financial crisis, a 
federal judge ruled. B10 


+ The price of Ripple, a 
digital currency, surged 
50%, pushing its market 
valuation to $85 billion. B10 


World-Wide 


— o 


+ Iran was hit by the big- 
gest wave of protests in al- 
most a decade, and the 
Trump administration 
warned against a crack- 
down on demonstrators. A1 


+ North Korean leader Kim 
said Pyongyang had com- 
pleted its nuclear-weapons 
program, and claimed its mis- 
siles could reach any point in 
the continental U.S. A7 


+ New state laws taking 
effect this year around the 
country will affect undocu- 
mented immigrants, gun 
owners and barbers. A2 


+ Chief Justice Roberts 
said the federal judiciary 
would assess its policies for 
addressing sexual harass- 
ment involving judges and 
court employees. A4 


+ Veterans advocates are set 
for a fight over aid for home- 
less veterans as the Depart- 
ment of Veterans Affairs shifts 
how it uses its resources. A3 


+ NASA’s plans for re- 
turning astronauts to the 
moon aren’t affordable, ac- 
cording to a study commis- 
sioned by the agency. A2 


+ Sharp differences have 
emerged over the next steps in 
lawmakers’ investigations into 
the Trump 2016 campaign’s 
alleged ties to Russia. A4 


+ Vietnam’s army will po- 
lice the internet with a new, 
10,000-strong cyber unit to 
trawl the web for “wrongful 
opinions” about the commu- 
nist state’s government. A7 


+ At least a dozen former 
Obama aides and policy 
staff have entered the mid- 
term races, running for of- 
fice for the first time. A4 
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STEPHANIE KEITH/REUTERS 


POLAR BRRR CLUB: Swimmers took the plunge in New York's 


A Bitter Cold Wave Meets Really Cold Waves as 2018 Dawns 


aia 


TA Re. Packs 


Coney Island on Jan. 1 as bone-chilling temperatures gripped much of the U.S. 


Sluggish Wages See 


Pay is rising at double 
the national average 
in metro areas with 
low unemployment 


By SHAYNDI RAICE 
AND ERIC MORATH 


MINNEAPOLIS—In U.S. cit- 
ies with the tightest labor 
markets, workers are finding 
something that has long been 
missing from the broader eco- 
nomic expansion: faster-grow- 
ing paychecks. 

Workers in metro areas 
with the lowest unemployment 


are experiencing among the 
strongest wage growth in the 
country. The labor market in 
places like Minneapolis, Den- 
ver and Fort Myers, Fla., 
where unemployment rates 
stand near or even below 3%, 
has now tightened to a point 
where businesses are raising 
pay to attract employees, often 
from competitors. 

It’s an outcome entirely ex- 
pected in economic theory, but 
one that has been largely ab- 
sent until now in the upturn 
that began more than eight 
years ago. 

Nationally, wage growth has 
been stuck in neutral for the 


past two years, even as the un- 
employment rate has declined 
to the lowest level in 17 years. 

During the past year, even 
Americans who had previously 
given up looking for work—so- 
called discouraged workers 
who aren’t counted in the un- 
employment rate—have come 
off the sidelines and returned 
to the labor force. And fewer 
people are now stuck in part- 
time jobs when they desire 
full-time work. That poten- 
tially points to improved in- 
come gains nationally in 2018, 
something the Federal Reserve 
will be monitoring as it looks 
for signs of nascent inflation. 


oe 


a 


Uptick 


City-level data “show the 
relationship between wage 
growth and a tight labor mar- 
ket still holds,” said Adam 
Kamins, senior economist at 
Moody’s Analytics. “You’re 
seeing the first movers into 
full employment and past it, 
with the uptick in wage 
growth.” 

One of those regions is Min- 
neapolis, where the unemploy- 
ment rate was the lowest 
among large metro areas in 
the country, standing at just 

Please see LABOR page A2 


@ Minimum wage to rise in 18 
SUALES ainai A2 


Trump 
Backs 


Protests 
In Iran 


The biggest wave of protests 
to hit Iran in almost a decade 
has backed the country’s lead- 
ers into a corner, and the 
Trump administration is in- 
creasing the pressure by threat- 
ening fresh sanctions if the 
government forcefully cracks 
down on the demonstrations. 

Iran’s President Hassan 


By Aresu Egbali in 
Tehran, Asa Fitch in 
Riyadh, Saudi Arabia, 
and Michael R. Gordon 
in Washington 


Rouhani, who has been a fa- 
vorite of the country’s moder- 
ates, now finds himself under 
fire from a young population 
eager for change. U.S. Presi- 
dent Donald Trump waded into 
that volatile situation on Mon- 
day with a strong statement of 
support for the protesters. 

In an early-morning post on 
Twitter, Mr. Trump said the 
Iranian people “have been re- 
pressed for many years.” 

“They are hungry for food 
& for freedom,” Mr. Trump 
posted. “Along with human 
rights, the wealth of Iran is 
being looted. TIME FOR 
CHANGE!” 

In Tehran, a 26-year-old 
marketing-company employee 
named Tamana echoed the 
sentiment as she joined a dem- 
onstration Monday. “We are 
deprived of the simplest things 
that are a given for people in 
other countries, both in terms 
of basic welfare and economic 
security and of course freedom 
to express opinions and com- 

Please see TEHRAN page A6 


@ U.S. weighs new sanctions on 


Tehrana A6 
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Caterpillar Clashes With IRS 


American manufacturing icon pays little on parts sales outside U.S. 


Profit Pileup 


Caterpillar profits held outside 
the U.S. 


$20 billion 
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By ANDREW TANGEL 
AND MICHAEL RAPOPORT 


More than a decade before 
federal agents arrived at Cat- 
erpillar Inc. in March with 
search warrants, an anony- 
mous employee claimed in a 
letter to its chief executive 
that something was wrong 
about how the heavy-machin- 
ery maker used a subsidiary 
in Switzerland to shrink its 
tax bill. 

When customers outside 
the U.S., need parts for a 
bulldozer or mining truck, 
their order often is shipped 
from a Caterpillar warehouse 
in Morton, Ill. Nearly all the 
sales and profits flow 
through a company subsid- 
iary in Geneva, where the 


company has paid an effec- 
tive tax rate as low as 4%. 
Caterpillar began the practice 
in 1999 and has never 
stopped. 

The employee accused Cat- 
erpillar of violating U.S. tax 
law and threatened to tip off 
the Internal Revenue Service. 
The company’s tax director 
replied to the CEO and other 
officials that there was no 
doubt the strategy was legal. 

“The company didn’t just 
make this up,” says someone 
who was a Caterpillar execu- 
tive at the time. 

Two CEOs and at least 
four investigations later, Cat- 
erpillar faces a potential tax 
bill of $2 billion from the IRS, 
which is challenging the 

Please see TAXES page A8 


Nuclear Bluster on New Year’s Day 
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TOUGH TALK: Kim Jong Un in an annual address said North Korea 


KCNA/REUTERS 


Mie 


could reach any point in the continental U.S. with a nuclear weapon 
and that ‘a nuclear button is always on the desk of my office.’ A7 


By LAURA STEVENS 


Like most cats, Ricky and 
Rocky love boxes. 

Their owner, Andres Acosta, 
bought them a $40 pet house 
online, but “they ended up 
sniffing it and never 
looked at it again.” 

So as Amazon.com 


What’s in Those Leftover Holiday 
Shipping Boxes? Cats 


Pileup of cardboard from shopping 


4 online inspires craftiness; Todo’s fortress 4 


iness. Amazon alone was ex- 
pected to ship more than 1.2 
billion packages in the U.S. in 
2017, about double what it 
shipped five years ago, accord- 
ing to estimates by MWPVL 
International Inc. People are 

putting the card- 

A board to work. 


Carolyne Krupa, 


Inc. holiday orders 
stacked up in Mr. 
Acostaæs Orlando, 
Fla., home, he used 
one of the large 
boxes to craft a tur- 7. 
quoise and white 7% 
fabric-covered “cat 
castle” with a blan- 
keted roof deck for the pair. 

“The cats went nuts,” says 
the 27-year-old student. 

A pileup of boxes from a 
boom in holiday shopping on- 
line is inspiring Yuletide craft- 


‘Bear’ in his castle 


for example, sur- 
prised her 3-year- 
old daughter on her 
December birthday 
‘ with a castle whose 
turrets were made 
from LG appliance 
boxes, and win- 
dowed walls from 
Amazon packaging. Tyler 
Feder, an illustrator, says she 
saves up pieces that are “nice 
and smooth” and decorates 
them for her booth at craft 

Please see BOXES page A8 
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Pensions Keep Up 
Costly Market Bets 


By HEATHER GILLERS 


The largest U.S. public pen- 
sion fund debated in December 
whether to sell more than $50 
billion in stocks as global mar- 
kets raced higher. In the end, 
the board of the California Pub- 
lic Employees’ Retirement Sys- 
tem decided it was fine to hold 
more. 

Retirement systems that 
manage money for firefighters, 
police officers, teachers and 
other public workers aren’t 
pulling back on costly bets at a 
time when markets are rising 
around the world. 

Some public pension funds 
are adding to traditional alloca- 
tions of stocks and bonds while 
both are expensive. Others are 
loading up on more private-eq- 
uity or real-estate holdings that 
are less liquid and sometimes 
carry high fees. 

How much risk to take is a 
question facing all investors as 
they enter 2018. “Everything is 


Ramping Up Risk 
Median percentage of major 


pension funds invested in 
each category 
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overvalued,” said Wilshire Con- 
sulting President Andrew 
Junkin, who advises public pen- 

Please see PENSION page A2 


@ Warren Buffett’s index bet 
pays off for charity..........00 B1 


